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In January 2020, the city commission 
conducted strategic/budget planning session 
in advance of the budget preparation season 
and in advance of the completion of the 
annual capital improvement plan (CIP). 
 
The city commission and administrative staff 
worked on re-evaluating the city goals and 
establishing new objectives (see pages 16-
23) for the upcoming budget year(s).  After 
the adoption of the city commissions 
goals/objectives the interim city manager 
and department heads prepared these 
recommended budgets. The city commission 
has scheduled three budget work sessions 
(May 13, 20 and 28) in addition to a public 
hearing (June 8) prior to city commission 
adopting the fiscal year 2020-21 budget.  
The fiscal year 2020-21 budget attempts to 
provide for the resources that are needed to 
help accomplish many of the city 
commissions goals/objectives relayed in this 
budget document.  The projected 2019-20, 
2020-21 recommended budget and future 
years’ forecasts/estimates do not take 
into consideration all of the potential 
negative  effects of the COVID-19 
pandemic, such as reduced state shared 
revenue, reduced Act 51 revenue, and 
future decreases in property values.  It is 
recommended that the administration 
prepare proposed amendments to the 
budget for city commission consideration 
early in the new fiscal year (such as 
August), when we hope to have additional 
information related to the impact of the 
pandemic. 
 
The city managers recommended budget 
calls for a total city millage rate of 17.8496 
(excluding the DDA levy on the central 
business district area), a decrease of 0.2691 
mill due to reductions in the chapter 20 drain, 
publicity and fire debt millages, and slight 
reductions on the balance of the other 
millages due to Headlee Act reductions. This 
total reduced millage rate includes not 
levying the solid waste millage at the 
Headlee Act maximum allowable rate for a 
second year.  The proposed rate is 0.2477 

mill below the maximum allowable rate.  The 
Headlee reduction factor for fiscal year 2020-
21 millages is 0.9896.  There is not a 
Headlee reduction factor to the DDA millage. 
See pages 53-56 for millage rate details. The 
millage rate of 17.8496 would put the city 
slightly below the average and slightly above 
the median millage rate of Oakland County 
cities. This rate places the city below eight 
bordering cities with higher millage rates and 
above four bordering cities with lower millage 
rates. This claim is based upon fiscal year 
2019-20 city/village millage rates versus the 
recommended 2020-21 rate for the city of 
Royal Oak.  This comparison is used, as all 
of the other cities/villages in the county have 
not  adopted/reported their rates as of the 
publication of the recommended budget.  
See page 56 for the chart of the 31 Oakland 
County city/village 2019-20 millage rates.  
 
Total city taxable value increased by 5.98 
percent. Residential values increased 5.3 
percent, industrial increased 2.4 percent, 
personal property increased 6.4 percent and 
commercial increased 9 percent.  See pages 
50-52 for taxable value detail.  The spread 
between 2020 state equalized value and 
taxable value increased to a $672 million 
loss, a $63 million loss increase from the 
prior year.  
 
Across all funds, the city is budgeted to 
receive $56.577 million in tax revenue for 
fiscal year 2020-21, an increase from fiscal 
year 2019-20 projected of 3.7 percent.  The 
increase is due to the net effect of slight 
millage rate reductions for all of city tax levies 
(some due to Headlee Act) and higher 
taxable values. The allowable inflationary 
factory on existing property used in the 
Headlee Act reduction calculation is 1.9 
percent for fiscal year 2020-21.   
 
Total grants are budgeted at $17.3 million 
across all funds, an 8.6 percent increase 
over the prior years estimated grant revenue.  
State shared revenue is budgeted to 
increase 1.8 percent based upon the State of 
Michigan Treasury Department’s published 
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projections as of the date this recommended 
budget was developed.  Act 51 monies are 
budgeted at $7.4 million which is an 6.2 
percent increase relative to fiscal year 2019-
20 projected revenue.    
 
Lower interest revenue generated from 
(recent) significantly lower interest rates and 
lower fund balances due to using fund 
balances for operating / capital purposes 
(including use of bond proceeds), is causing 
the interest revenue city-wide (excluding 
trust funds) to decline to $1.1 million, which 
is a decrease from a recent high of $3.6 
million in fiscal year 2018-19 and down from 
nearly $3 million in fiscal year 2019-20.  This 
valuable source of revenue will continue to 
fall as fund balances decline and should not 
be relied upon as a significant resource to 
help off-set city operating costs should the 
city maintain smaller fund balances.  See 
page 60 for funds interest revenue history 
graph.  
 
Personnel costs are increasing 6.3 percent / 
$2.86  million relative to the fiscal year 2019-
20 projected, mostly due to increased 
contributions to the pension and OPEB 
trusts, increasing wages, increasing 
healthcare costs and requests for seven 
position to be added.  Total full-time 
employees are budgeted to increase from 
334 to 341 positions. This total is down 25 
positions relative to recent peak in fiscal year 
2005-06. See page 43 for position summary 
recent history. 
 
Wages are increasing 7 percent / $1.897 
million mostly due to (assumed) city-wide 
labor contract wage increases of 3 percent 
as well as step increases for newer 
employees who are not at the top of their pay 
scale, filling vacant positions and the request 
for seven new positions.  Medical cost 
budget is increasing 14 percent due to 
illustrative rate increasing, filling of vacant 
positions and new positions requested.  The 
budget provides for the contributions of 100 
percent of the normal and the amortized 
unfunded actuarial accrued liability (UAAL) 

for the general, police/fire pension and 
OPEB systems. The additional liabilities to 
amortize is increasing the 
required/recommended contributions by 
nearly $500,000.  The annual required 
contribution (ARC) for pension is required by 
law to be met.   A graph in the “Financial 
Trends” section illustrates the magnitude of 
the combined pension /other post-
employment benefits (OPEB) contributions 
and pension/OPEB bonds debt service that  
the city is funding in fiscal year 2020-21.  The 
graph shows pension and OPEB 
contributions declined in fiscal year 2018-19 
however increased in fiscal  year 2019-20 
beginning to level off now at $19.7 million. 
The required contributions made toward 
paying the current year obligations do not 
exceed the general fund’s millage revenue 
due to bonding the unfunded retiree 
healthcare liability and the general 
employees unfunded pension liability, 
however the contributions have been 
increasing since bonding due to unfavorable 
investment returns and more conservative 
assumptions. See graph on page 63.  The 
forecast in the budget is considered to be 
optimistic, providing the continuation of the 
normal costs and the amortized UAAL 
contribution for general, police and fire 
members pension.  However, an additional 
increase in contribution could occur in the 
event of a stock market correction or 
significant downturn.    
 
Based upon city survey information from a 
couple of years ago, related to improving the  
impact on overall engagement, the employee 
training budget increased $36,000 in an 
effort to improve city services. 
 
The budget includes nearly $34.8 million in 
capital improvements.  Typically, the first 
year of the recently adopted capital 
improvement plan (CIP) is incorporated into 
the recommended budget when funding is 
available. Any deviations in the 
recommended budget from the CIP are 
noted in the significant notes area within 
each fund/cost center.  The city’s capital 
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Please reference the significant notes 
section (orange boxes) within each 
fund/cost center for details and 
noteworthy program information for fiscal 
year 2020-21. 

improvement budget provides $3.7 million for 
major road improvements, $6.7 million for 
local road improvements, $5.4 million for 
water/sewage system improvements, $2.3 
million for replacement motor pool fleet 
(includes $782,000 for new fire department 
pumper tanker), $10.7 million for the balance  
of  construction for the new police station, city 
hall and downtown park, $2.45 million for 
continued Normandy Oak Park 
development, $249,000 for various IT 
equipment, $139,400 for senior center oven, 
condenser unit and exercise equipment, 
$290,000 for fire station #1 roof replacement, 
$140,000 for fire station #1 HVAC 
replacement, $20,000 for fire station #1 
security remodel, $60,000 for fire station #2 
apron slab repair, $60,000 for 18 
replacement AEDs, $90,000 for election’s 
high speed scanner for absentee ballot 
processing, $30,000 for farmers market west 
porch enclosure porch/awning,  $48,080 for 
police exercise equipment,  $875,000 for ice 
arena roof and floor mats. 
 
The community development block grant 
fund has budgeted $1.3 million for traffic 
diverters on the city’s south end and Lawson 
Park improvements.   
 
Detailed listings of capital improvements are 
included in each fund/cost center significant 
notes section (orange box) in this document. 
The capital projects are also reported in the 
FY2020-21 to FY2025-26 Capital 
Improvement Plan and can be found behind 
the “Capital Improvement” tab in this budget 
document.   
 
This budget does not call for any new debt 
issuances for the city as capital projects are 
accomplished with cash accumulated in fund 

balances or bond proceeds received in prior 
years.  
 
The city’s combined water/sewer commodity 
rate (see budget resolution page 27) is 
budgeted to increase 1.8 percent.   
SOCWA’s water charge is reported to 
increase 3.5% and the Oakland County 
Water Resources Commission is increasing 
the combined sewer (sanitary/storm) 
disposal rates by 1.1 percent. The city’s 
quarterly billing flat fee, to recoup billing 
costs, is budgeted to increase from $12 to 
$13, a $4 per year increase.  
 
The unassigned fund balance for the general 
and public safety funds (combined) is 
budgeted to decline in fiscal year 2020-21 
from the current year’s projected 28 percent 
of expenditures to 20 percent. These two 
funds’ fund balances are viewed as 
combined since the public safety function 
continues to be a significant expenditure of 
the general fund due to the sizeable annual 
transfer ($21 million) made to the public 
safety fund. By the last year of the forecast 
fiscal year 2024-25, the combined fund 
balance is projected to be negative 17 
percent and continue to decline each year 
thereafter due to the estimated annual 
operating deficit.  Each city fund has an 
estimated/forecasted fund balance through 
fiscal year 2024-25 in the budget summary 
tables throughout the document. See page 
68 for future estimated fund balances.  
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City of Royal Oak 
 
The City of Royal Oak is located in southeast 
Oakland County, Michigan. The city’s 11.83 
square miles has a population of approximately 
57,236 according to the 2010 US census.   
Flanked by I-75 on the east border, I-696 on the 
south and Woodward Avenue (M-1) on the west 
side, the city has excellent highway access for 
residents and visitors alike. Approximately 15 to 
20 miles northwest of downtown Detroit, 
businesses and residents have easy access to 
the Ambassador Bridge and the Detroit-Windsor 
tunnel, the busiest international crossings 
between the United States and Canada. 
 
The City of Royal Oak has operated under the 
"council manager" form of government since its 
incorporation on November 8, 1921. This form of 
government provides that the city commission act 
as the legislative or policy making body. The city 
commission is composed of six commissioners  

 
and a mayor elected by the city-at-large on a 
nonpartisan ballot. Three commissioners are 
elected to four-year terms every two years to 
ensure experienced legislators at all times. The 
mayor is elected for a two-year term. 
 
The city commission enacts ordinances, 
resolutions and regulations governing the city. 
City commission also appoints members of 
various statutory and advisory boards and 
commissions, and the city manager. 
 
The city manager is the city's chief administrative 
officer and, as such, is held accountable for 
planning, coordinating, directing and executing all 
of the city's operations in a manner prescribed by 
law and conforming to the general policies and 
specific directives of the commission. The city 
manager also appoints and supervises most of 
the heads of departments of the city. See 
statistical section for additional city information. 
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